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OATH OR AFFIRMATION
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of // 20 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows
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consolidation
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MCCONNELL JONES LLP
cFgrIruD 1tILC ACCOUNTA4

To the Members of

Torch Securities LLC

INDEPENDENT AUDITORS REPORT

Report on the Financial Statements

We have audited the accompanying statement of financial condition of Torch

Securities LLC the Company as of December 31 2012 and the related statements

of income changes in members equity and cash flows for the year then ended that you

are filed pursuant to Rule 7a-5 under the Securities Exchange Act of 1934 and the

related notes to the financial statements

Managements Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial

statements in accordance with accounting principles generally accepted in the United

States of America this includes the design implementation and maintenance of

internal control relevant to the preparation and fair presentation of financial statements

that are free from material misstatement whether due to fraud or error

Auditors Responsibility

3040 Post Oak Blvd Suite 1600

Houston IX 77056

Phone 713.968.1600

Fax 713368.1601

Our responsibility is to express an opinion on these financial statements based on our

audit We conducted our audit in accordance with auditing standards generally

accepted in the United States of America Those standards require that we plan and

perform the audit to obtain reasonable assurance about whether the financial statements

are free of material misstatement

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial statements The procedures selected depend on the

auditors judgment including the assessment of the risks of material misstatement of

the financial statements whether due to fraud or error In making those risk

assessments the auditor considers internal control relevant to the Partnerships

preparation and fair presentation of the financial statements in order to design audit

procedures that are appropriate in the circumstances but not for the purpose of

expressing an opinion on the effectiveness of the Partnerships internal control

Accordingly we express no such opinion An audit also includes evaluating the

appropriateness of accounting policies used and the reasonableness of significant

accounting estimates made by management as well as evaluating the overall

presentation of the financial statements
\vwVMccONNELLjONES.cOM



We believe that the audit evidence we have obtained is sufficient and appropriate to

provide basis for our audit opinion

Opinion

In our opinion the financial statements referred to above present fairly in all material

respects the financial position of Torch Securities LLC as of December 31 2012 and

the results of its operations and its cash flows for the year then ended in accordance

with accounting principles generally accepted in the United States of America

Other Matter

Our audit was made for the purpose of forming an opinion on the basic financial

statements taken as whole The supplementary information contained in Schedule

Net Capital Calculation required by Rule 7a-5 under the Securities Exchange Act of

1934 is presented for purposes of additional analysis and is not required part of the

financial statements Such information is the responsibility of management and was

derived from and relates directly to the underlying accounting and other records used to

prepare the financial statements The information has been subjected to the auditing

procedures applied in the audit of the financial statements and certain additional

procedures including comparing and reconciling such information directly to the

underlying accounting and other records used to prepare the financial statements or to

the financial statements themselves and other additional procedures in accordance with

auditing standards generally accepted in the United States of America In our opinion

the information is fairly stated in all material respects in relation to the financial

statements as whole

Houston Texas

February 25 2013



TORCH SECURITIES LLC

Statement of Financial Condition

December 31 2012

Prepaid expenses and other assets

Total assets

Liabilities and Members Equity

Members equity

Total liabilities and members equity

See accompanying notes to financial statements

Assets

Cash 7854

915

8769

8769

8769



TORCH SECURITIES LLC

Statement of Operations

December 31 2012

Revenue

Valuation Advisory

Private Placements Advisory

Expenses

Guaranteed payments

Professional fees

License and registration fees

Other

Total expenses

See accompanying notes to financial statements

1716720

1716720

1708296

7499

2053

1739

1719587

Net loss 2867



TORCH SECURITIES LLC

Balance at January 2012

Net loss

Member contribution

Balance at December 31 2012

Statement of Changes in Members Equity

December 31 2012

8861

2867
2775

See accompanying notes to financial statements

8769



TORCH SECURITIES LLC

Statement of Cash Flows

December 31 2012

Cash flows from operating activities

Net loss 2867

Cash flows from financing activities

Member contributions

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash beginning of year

Cash end of year

See accompanying notes to financial statements

2775

2775

92
7946

7854



TORCH SECURITIES LLC

Notes to the Financial Statements

December 31 2012

NOTE General Information and Summary of Significant Accounting Policies

Description of Business

Torch Securities LLC the Company Delaware limited liability company was

formed in October 2004 It was granted membership in the Financial Industry Regulatory

Authority F1NRA as limited broker-dealer in May 2005 The Company operates

under the exemptive provisions of the Securities and Exchange Commissions SEC
Rule 5c3-3k2i which provide that it will not maintain any margin accounts will

promptly transmit customer funds and deliver securities received and does not hold

funds or securities for or owe money or securities to customers Its business operations

focus primarily on mergers and acquisitions MA private capital formations

fairness opinions and business valuations The Company does not underwrite securities or

participate in the brokerage of publicly traded securities

The Company is an affiliate of Torch Partners LLC Torch Partners If necessary

Torch Partners will provide financial support to the Company sufficient to satisfy its

obligations as they become due until at least January 2014

Basis ofAccounting

The financial statements of the Company have been prepared on the accrual basis of

accounting in accordance with accounting principles generally accepted in the United

States of America

Cash and Cash Equivalents

The Company considers all short-term highly liquid investments which are readily

convertible into cash and have maturities as of the date of purchase of three months or

less to be cash equivalents

Income Taxes

The Company is not recognized as taxable entity for federal income tax purposes thus

no federal income tax expense has been recorded in the financial statements

Revenue Recognition

Revenues from the Companys operations are recognized in the period the services are

provided or upon closing of an MA transaction non-contingent investment banking

fee is recognized in the period the service is provided contingent investment banking

fee is earned only if an MA transaction closes and is recognized on the closing date of

an MA transaction



TORCH SECURITIES LLC

Notes to the Financial Statements

December 31 2012

Use of Estimates

The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make

estimates and assumptions that affect the reported amounts of assets and liabilities the

disclosure of contingent assets and liabilities and the reported amounts of revenue and

expenses at the date of the financial statements Actual results could differ from those

estimates

Guaranteed Payments

Guaranteed Payments represent amount paid to individual members in the form of

success fees salary or other similar compensation Such payments to member shall not

reduce the capital accounts of such member except to the extent of its distributive share

of any company losses or other downward capital adjustment resulting from such

payment

NOTE Related Party Transactions

Under management agreement with Torch Partners Torch Partners provides certain

administrative and professional services to the Company However for 2012 the

allocated expenses were $0 since Torch Partners did not provide significant services to

the Company and is assuming responsibility for the share expenses relating to the

business of the Company

NOTE Net Capital Requirements

In accordance with Rule 15c3-1 of the Securities and Exchange Commission SEC
the Companys aggregate indebtedness as defined shall not exceed 15 times its net

capital The Company must also maintain minimum net capital subject to the

requirements of fully disclosed broker-dealer As of December 31 2012 the

Companys net capital as defined of $7854 exceeded the required minimum by $2854

and the Company had no aggregate indebtedness

NOTE Subordinated Liabilities

There were no liabilities subordinated to claims of general creditors at any time during

the year ended December 31 2012 Therefore the statement of changes in liabilities

subordinated to claims of general creditors specified by rule 7a-5d2 has not been

presented for the year ended December 31 2012

NOTE Reserve Requirements and Information Relating To the Possession or Control

Requirements for Broker-Dealers



TORCH SECURITIES LLC

Notes to the Financial Statements

December 31 2012

computation for determination of reserve requirements and information relating to

possession or control of securities as specified by rule 15c3-3 and rule 17a-5d3 were

both omitted and are not required as the Company operates pursuant to the exemptive

provisions of SEC Rule 5c3-3k2i The Company does not hold customer funds or

securities

NOTE Securities Investor Protection Corporation

The Securities Investor Protection Corporation SIPC supplemental report specified by

rule 7a-5e4 has been submitted since the Company generated revenue over $500000

during 2012

NOTE Members Equity

During 2012 members made cash contributions to the Company in the amount of $2775



SUPPLEMENTARYINFORMATION
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TORCH SECURITIES LLC

Schedule Net Capital Computation

as Required by Rule 15c3-1 of the Securities and Exchange Commission

December 31 2012

COMPUTATION OF NET CAPITAL

Total assets

Less total liabilities
________

Net worth

Deductions from and/or charges to net worth

Total non-allowable assets

Other deductions or charges

Total deductions from net worth

Net capital before haircuts on securities positions

Haircuts on securities

Certificates of deposit and commercial paper

U.S and Canadian government obligations

State and municipal government obligations

Corporate obligations

Stock and warrants

Options

Arbitrage

Other securities

Undue concentration

Net capital

COMPUTATION OF BASIC NET CAPITAL REQUIREMENT
Net capital requirement the

greater of

1/15 of Aggregate Indebtedness

Minimum Dollar Requirement 5000
Net capital

________________
Excess Net Capital

________________

Aggregate Indebtedness

Excess net capital 1000%

Net capital less 10% aggregate indebtedness

Ratio of aggregate indebtedness to net capital

Ratio of subordinated indebtedness to debt/equity total

The reconciliation of the computation of net capital under rule 5c3 -1 to the computation of net

capital as filed by the Company on form X-17A-5 on February 25 2013 is not required as no

difference exist

8769

915

8769

915
7854

7854

5000

7854

2854

2854

-%
N/A

10



INDEPENDENT AUDITORS REPORT
ON INTERNAL CONTROL

AS REQUIRED BY RULE 17a-5 OF
THE SECURITIES AND EXCHANGE COMMISSION

ACT OF 1934



INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL
AS REQUIRED BY RULE 17a-5 OF THE SECURITIES

AND EXCHANGE COMMISSION ACT OF 1934

To the Members of

Torch Securities LLC

In planning and performing our audit of the financial statements and supplemental

schedules of Torch Securities LLC the Company as of and for the year ended

December 31 2012 in accordance with auditing standards generally accepted in the

United States of America we considered the Companys internal control over fmancial

reporting internal control as basis for designing our auditing procedures for the

purpose of expressing our opinion on the financial statements but not for the purpose

of expressing an opinion on the effectiveness of the Companys internal control

Accordingly we do not express an opinion on the effectiveness of the Companys
internal control

Also as required by rule 17a-5gl of the Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the

Company including consideration of control activities for safeguarding securities This

study included tests of such practices and procedures that we considered relevant to

the objectives stated in rule 7a-5 in making the periodic computations of aggregate

indebtedness or aggregate debits and net capital under rule 17a-3al and for

determining compliance with the exemptive provisions of rule 5c3-3 Because the

Company does not carry securities accounts for customers or perform custodial

functions relating to customer securities we did not review the practices and

procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and

comparisons and recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under

Section of Federal Reserve Regulation of the Board of Governors of the

Federal Reserve System

The management of the Company is responsible for establishing and maintaining

internal control and the practices and procedures referred to in the preceding

paragraph In fulfilling this responsibility estimates and judgments by management

are required to assess the expected benefits and related costs of controls and of the

practices and procedures referred to in the preceding paragraph and to assess whether

those practices and procedures can be expected to achieve the SECs previously

mentioned objectives Two of the objectives of internal control and the practices and

procedures are to provide management with reasonable but not absolute assurance that

assets for which the Company has responsibility are safeguarded against loss from

i\lJ MCCONNELL JONES LLP
CERflFIFI riiiiC ACCOUNTANTS

3040 Post Oak Blvd Suite 1600

Houston TX 77056

Phone 713.968.1600

Fax 71 3968.1601

WESt CON EL LJONE S.C OM



unauthorized use or disposition and that transactions are executed in accordance with

managements authorization and recorded properly to permit the preparation of

financial statements in conformity with generally accepted accounting principles Rule

7a-5g lists additional objectives of the practices and procedures listed in the

preceding paragraph

Because of inherent limitations in internal control or the practices
and procedures

referred to above error or fraud may occur and not be detected Also projection of

any evaluation of them to future periods is subject to the risk that they may become

inadequate because of changes in conditions or that the effectiveness of their design

and operation may deteriorate

deficiency in internal control exists when the design or operation of control does

not allow management or employees in the normal course of performing their

assigned functions to prevent or detect and correct misstatements on timely basis

significant deficiency is deficiency or combination of deficiencies in internal

control that is less severe than material weakness yet important enough to merit

attention by those charged with governance

material weakness is deficiency or combination of deficiencies in internal

control such that there is reasonable possibility that material misstatement of the

companys financial statements will not be prevented or detected and corrected on

timely basis

Our consideration of internal control was for the limited purpose described in the first

and second paragraphs and would not necessarily identify all deficiencies in internal

control that might be material weaknesses We did not identify any deficiencies in

internal control and control activities for safeguarding securities that we consider to be

material weaknesses as defined previously

We understand that practices and procedures that accomplish the objectives referred to

in the second paragraph of this report are considered by the SEC to be adequate for its

purposes in accordance with the Securities Exchange Act of 1934 and related

regulations and that practices and procedures that do not accomplish such objectives

in all material respects indicate material inadequacy for such purposes Based on this

understanding and on our study we believe that the Companys practices and

procedures as described in the second paragraph of this report were adequate at

December 31 2012 to meet the SECs objectives

This
report

is intended solely for the information and use of the members

management the SEC Financial Industry Regulatory Authority and other regulatory

agencies that rely on rule 17a-5g under the Securities Exchange Act of 1934 in their

regulation of registered brokers and dealers and is not intended to be and should not

be used by anyone other than these specified parties

k4
Houston Texas

February 25 2013
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TORCH SECURITIES LLC
YEAR ENDED DECEMBER 31 2012

SIPC GENERAL ASSESSMENT RECONCILIATION
SUPPLEMENTAL REPORT



i\1J

3040 Post Oak Blvd Suite 1600

Houston TX 77056

Phone 713.968.1600

Fax 713.968.1601

MCCONNFU JoNEs LLP
CUTFitfl ruLIC Ac-c-ouNTNrs

INDEPENDENT ACCOUNTANTS REPORT ON APPLYING AGREED-

UPON PROCEDURES RELATED TO SIPC ASSESSMENT
RECONCILIATION

To the Manager of Torch Securities LLC

In accordance with Rule 7a-5e4 under the Securities Exchange Act of 1934 we

have performed the procedures enumerated below with respect to the accompanying

Schedule of Assessment and Payments Assessment Reconciliation Form

SIPC-7 to the Securities Investor Protection Corporation SIPC for the year ended

December 31 2012 which were agreed to by Torch Securities LLC.the

Company and the Securities and Exchange Commission Financial Industry

Regulatory Authority Inc and SIPC solely to assist you and the other specified

parties in evaluating the Companys compliance with the applicable instructions of the

General Assessment Reconciliation Form SIPC-7 The Companys management is

responsible for the Companys compliance with those requirements This agreed-upon

procedures engagement was conducted in accordance with attestation standards

established by the American Institute of Certified Public Accountants The sufficiency

of these procedures is solely the responsibility
of those parties specified in this report

Consequently we make no repreentation regarding the sufficiency of the procedures

described below either for the purpose for which this report has been requested or for

any other purpose The procedures we performed and our findings are as follows

Compared the listed assessment payments in Form SIPC-7 with respective cash

disbursement records entries noting no differences

Compared the amounts reported on the audited Form X-17A-5 for the year ended

December 31 2012 as applicable with the amounts reported in Form SIPC-7 for the

year ended December 31 2012 noting no differences after rounding

Compared any adjustments reported in Form SIPC-7 with supporting schedules and

working papers noting there is no adjustments and

Proved the arithmetical accuracy of the calculations reflected in Form SIPC-7 and

in the related schedules and working papers noting no differences after rounding

We were not engaged to and did not conduct an examination the objective of which

would be the expression of an opinion on compliance Accordingly we do not express

such an opinion Had we performed additional procedures other matters might have

come to our attention that would have been reported to you
w\VWMCCONNELLJONESCOM



This report is intended solely for the information and use of the specified parties listed

above and is not intended to be and should not be used by anyone other than these

specified parties

ij
Houston Texas

February 25 2013
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SECURITIES INVESTOR PROTECtrION CORPORATION
P.O Box 92185 Washington DC 200902185

202-371 8300

General Assessment Re4onciliation

tsa yeii nec 231 2012

Rearj ns jr Cc uern rce pg

TO BE FILED BY ALL SIPC MEMBERS WITH FISCAL YEAR ENDINGS

Name of Member address Designated Examirunq Authorly Act registratoI and itlh i.cai ear enos to

purposes of the audit reQuirement SEC Pue 7ii

General Assessment item 2e from page

paymenttess

.withSlPC6

hled exclude interesti

Date Paid

Less prior overpayment applied

Assessment balance due or overpaymentt

Interest computed on late payment see instruction for days at 20% pet annum

Total assessment balance and interest due or overpayment carried forwardi

PAID WITH TI-IfS FORM
Check enclosed payable to SIPC

Total must be same as above __________________________

Overpayment carried forward

Note It any Ire nformalion shown on tire

maing label requires correction please rna

any Corrections to torrn@sipc org and sc

indicate on the form filed

Name and telephone number of person to

contact respecting this form

Subsidiaries Si and predecessors Pt included in ths torm give naiDe arid 1934 Act registration number

The S1PC member submitting this form and the

person by whom it is executed represent thereby

that all information contained herein is true correct

arid comptete

1.L_.4.ri1UIIILLL

Dates ____________
Postmarked

uJ

GalcuIation

Exceptions

3-

Cl Disposition of exceptions

SIPC-7

33-REV 710

SIPC-7

ti33 REV

066750 FINRA DEC

TORCH SECURITIES LLC 1818

770 POST OAI LN STE 101

HOUSTON TX T76-1 913

Dated ihel.5 day of I1.t

flhlj

2o_
This form and the assessment yment is due 60 days alter the erd of the fiscal year Ret the Working Copy ot this form

for period of not less than years the latest years in an easiIi accessible place

Re ed Reviewed

Do men tat CI ___________ Forward Copy



2c Deductions

Revenues from the distribution ot.shares of registered open end nvestniefit company or unit

investment trust from the sale of variable annuities rom the business at ihsurance from nvestment

advisory services rendered to registered nvestrnent companies or nsurance company separate

accounts and from transactions fl security futures Products

2i Revenues from commodity transactions

131 Commissions floor brokerage and clearance p80 to other SIPC members ih connection with

securities transactions

14 Reimbursements for postage in connection wth proxy SoliCit3tin

i5I Net gain from securities in investment accounts

100% of commissions and markups earned trot transactions in ii certitictes of deposit and

ii Treasury bills bankers acceptances or commercial paper that mature nine months or less

from issuance date

7i Direct expenses of printing advertising and legal fees incurred ri connectibn with other revenue

related to the securities business revenue defined by Section t6l91 otthe Actt

Other revenue not related either directly or indirectly to the securities business

iSee Instruction Cl

9i Ii Total interest and dividend expense FOCUS Line 22PART IA Line 13

Code 4075 pIus line 2b14l above but not in excess

of total interest and dividend income ________________________________

ii 40% of margin interest earned on customers Securities

accounts 40% of FOCUS line Code 3960 ______________________________

Eater lyre greater of line hI or iii

Total deductions

2d SPC Net Operating Revenues

2e General Assessment 0025

DETERMINATION OF SIPC NET OPRATING REVbNus
AND GENERAL ASSESMENT

Amounts for the fiscal period

beginning 11112012

arid ending 12/31/2012

EHmlnate cents

Total revenue FOCUS line t2 Part IA line Cone 4030 7/Is

2b AdditiOnS

ii Total revenues from the secrites business of subsdiares except foreign sbsdiaries and

predecessors nor included above

Net loss from principal transactors ri securities ri raaing accounts

Net loss from principal transactions commodiries ri trading accounts

i4 Interest and dividend expense deducted ir deterrnnrngitenl 2a

151 Net loss fom management of or participation in the underwriting or distribution securities

Expenses other than advertising printing registration fees and legal tees deducted ri determining net

profit from management of or participatior in underwriting or distrbutiori of Securities

7i Net loss from securities rn investment accounts

Total additions

Deductions in excess of $100000 require documentation

/fI
to page line
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